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Abstract: In this study, we content analyzed chairman’s statements to measure the tone of COVID-
19-related disclosure in Omani listed firms for the year ending 2020. We also examined whether audit
committee (AC) characteristics influence disclosure tone. After controlling for corporate board and
firm characteristics, our regression analysis showed that two AC characteristics (gender diversity
and overlapped directors) positively affect good news information and negatively affect bad news
information. It also showed that AC size positively affects bad news information. No evidence was
found that the AC independence, meeting frequency, multi-directorships, and financial expertise
have an impact on the tone of COVID-19-related disclosures. Our paper contributes to the growing
literature by being the first study to examine whether AC characteristics influenced disclosure tone
during the COVID-19 pandemic. Our results indicate that investors and regulatory bodies should
take AC characteristics into account in determining the tone of COVID-19-related disclosures.

Keywords: COVID-19-related disclosure tone; audit committee; chairman’s statement; Sultanate
of Oman

1. Introduction

As stakeholders’ demand for voluntary disclosure is always high, we believe that
annual report narratives (e.g., chairman’s statements) could be an effective communication
channel for companies to disseminate information on how the COVID-19 pandemic affects
their current and future performance and the proposed action plan. Such disclosures could
reduce information asymmetry and could lead to positive economic consequences.

Corporate voluntary disclosure has received much attention during the COVID-19
pandemic (Elmarzouky et al. 2021). For example, a report introduced by the Financial
Reporting Council has highlighted the importance of corporate governance and COVID-19
narrative disclosure during the pandemic. In line with this, Albitar et al. (2021) provide
evidence that companies communicate COVID-19-related information in corporate annual
reports and governance quality (measured by gender diversity) is one of the contributing
factors that affects disclosure levels. In addition, Elmarzouky et al. (2021) examine the
relationship between performance narrative disclosure and COVID-19 narrative disclosure
in the narrative sections of corporate annual reports and how governance affects this
relationship. One of their findings is that governance quality (measured by board inde-
pendence and gender diversity) moderated the disclosure practice during the COVID-19
pandemic. They call for research that explores the tone of COVID-19 disclosures.

An effective audit committee (AC) plays a major role in corporate governance
(Smith 2003) and improves the quality of financial reporting through improving the qual-
ity and quantity of voluntary disclosures (Al Lawati et al. 2021). Although considerable
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attention has been paid to examining the impact of governance on disclosure since the
publication of a remarkable paper by Eng and Mak (2003), we have not found any studies
exploring the extent to which AC characteristics affect COVID-19-related disclosure tone.
We focus on ACs in our paper as prior research shows that the characteristics of ACs affect
their ability to oversee the corporate financial reporting process and voluntary disclosure
practice (Al Lawati and Hussainey 2021; Al Lawati et al. 2021; Al-Shaer et al. 2017; Al-Shaer
and Zaman 2018; Ho and Wong 2001).

The contributions of our study are largely empirical. Our paper responds to the recent
call by Elmarzouky et al. (2021) and measures the tone of COVID-19-related disclosures.
We also complement Elmarzouky et al. (2021)’s study by examining the influence of AC
characteristics on COVID-19-related disclosure tone. We also complement a recent study by
Salem and Hussainey (2021), who examine the levels of COVID-19 disclosure in two Islamic
banks in Oman. We extend their work by exploring the COVID-19-related disclosure tone
in all financial and non-financial companies in Oman and then we examine factors affecting
disclosure tone.

We focus on the Omani context for a number of reasons. First, Oman was one of the
first countries in the Middle East and North Africa region to issue a voluntary corporate
governance code (in 2002), which it effectively implemented in 2003. The code was revised
in 2016, and one of its pillars is transparency, where the board of directors is required to
provide regulators, investors, and related parties with accurate and timely information
to enable them to make appropriate decisions (Capital Market Authority (CMA 2016)).
The code also emphasizes that the corporate board should adopt the disclosure policy
of the company as per the regulatory requirement. Second, the CMA and the Muscat
Stock Exchange (MSX) announced the implementation of a new XBRL disclosure platform
in August 2020 (XBRL 2020). The platform aims to enhance disclosure quality. These
new digital data provided by the new platform are expected to assist investors as well as
analysts to make timely and quick investment decisions. Third, the CMA provides for the
best ways for investors to access the information they require, which in turn maximizes the
confidence of the domestic and foreign investors in the local stock market (CMA 2021). It
is believed that increases in such confidence can be attributed to disclosure quality. Our
study, therefore, could provide interesting insights to stakeholders into the COVID-19-
related disclosure tone in Oman and factors affecting this type of disclosure. This may help
with initiating certain forms of regulation regarding voluntary disclosure and governance
in Oman.

2. Relevant Literature and Research Hypotheses

In our paper, we focus on a number of AC characteristics. These include size, in-
dependence, the number of meetings, gender diversity, nationality diversity, overlapped
directorships, multiple directorships, and accounting/financial expertise.

2.1. AC Size

AC directors are responsible for overseeing companies’ financial reporting processes
(Al Lawati et al. 2021). On the one hand, Ho and Wong (2001) find that the effectiveness of
AC directors has a positive impact on voluntary disclosure. Bedard and Johnstone (2004)
find that ACs with a large number of directors should have “the necessary strength,
diversity of expertise, and viewpoints to provide effective monitoring”, which leads to
better disclosure. Appuhami and Tashakor (2017) and Raimo et al. (2021) provide evidence
that a large AC size has a positive impact on disclosure quality. On the other hand, large
committees may suffer from the free-rider problem and dispersed tasks, and this might
negatively affect disclosure quality (Li et al. 2012; Mangena and Pike 2005).

2.2. AC Independence

Aboody and Lev (2000) and Li et al. (2012) show that the independence of AC directors
can: (i) safeguard stakeholders from managers’ opportunistic behavior; and (ii) improve
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the efficacy of the monitoring process, thereby improving disclosure quality. The literature
on the influence of the independence of AC directors on corporate disclosure offers mixed
results. On the one hand, Al-Maghzom et al. (2016) and Li et al. (2012) find that the
independence of AC directors does not affect corporate disclosure levels. On the other hand,
Xie et al. (2003) find that the independence of AC directors negatively affects the quality of
financial reporting (as measured by discretionary accrual). Al-Najjar and Abed (2014) also
find that AC independence affects disclosure levels.

2.3. AC Meetings

It is believed in the disclosure and governance literature that the frequency of annual
AC meetings improves disclosure quality (Gebrayel et al. 2018). Regular AC meetings
allow directors to be informed of (and proactive about) disclosure-related issues. So, AC
directors will be more effective in their monitoring role, and this could enhance disclosure
quality (Karamanou and Vafeas 2005). This is also supported by Abbott et al. (2004), who
argue that AC directors who meet regularly will be able to quickly handle accounting,
auditing, and disclosure issues. Prior research provides mixed findings. On the one hand,
Raimo et al. (2020) find that AC meetings positively affect disclosure levels. On the other
hand, studies find that AC meetings have a negative impact on the quality of financial
reports (Sharma and Iselin 2012) or have no impact on voluntary disclosure (Al Lawati and
Hussainey 2021).

2.4. Gender Diversity in ACs

Gender diversity in the boardroom reflects the fair representation of directors of differ-
ent genders. On the one hand, Gul et al. (2011) argue that gender diversity in the boardroom
enhances the efficiency of AC directors and their capacity to oversee corporate disclosure.
Allini et al. (2016) find that female directors positively affect voluntary disclosure. The most
related papers to ours are Al Lawati et al. (2021) and Albitar et al. (2021). Al Lawati et al.
(2021) find that female AC directors have a positive impact on the disclosure quality in
Omani financial institutions. Albitar et al. (2021, p. 419) find that “when firms have more
female directors on the board, they would have stronger corporate governance. As a result,
the disclosure of COVID-related information is more pronounced”. On the other hand,
studies have found a negative impact of female directors on voluntary disclosure (Allini
et al. 2014).

2.5. Nationality Diversity in ACs

The existence of foreign AC directors improves management’s oversight and the
alignment of interests between owners and managers (Grassa et al. 2020). Foreign directors
add to the corporate decision-making process by sharing their understanding of contextual
concerns in foreign markets (Zahra and Filatotchev 2004). On the one hand, Barako
et al. (2006), Grassa et al. (2020), and Haniffa and Cooke (2002) provide evidence that
foreign board members improve corporate disclosure. On the other hand, foreign AC
directors might have a negative impact on disclosure levels because of culture issues
(e.g., their awareness of the national context is limited) (Al-Matari et al. 2014). Similarly,
Cao et al. (2019) argue that communication and collaboration among board members are
hampered by national cultural diversity and this could affect disclosure levels.

2.6. Overlapping AC Membership

Overlapping AC membership occurs when an AC member serves on other board
committees within the same company (Al Lawati and Hussainey 2021; Al Lawati et al.
2021). Based on the agent theory, the existence of overlapping AC members should lead to
enhanced board effectiveness (Jensen and Meckling 1976; Ross 1973). On the one hand, the
empirical disclosure literature provides evidence that overlapping AC membership has a
positive impact on the quality and quantity of disclosures (Al Lawati and Hussainey 2021;
Al Lawati et al. 2021; Chandar et al. 2012; Habib and Bhuiyan 2016; Velte 2021). On the
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other hand, based on the busyness or overcommitment hypothesis, other studies find that
overlapping directorships negatively affect the quality of financial reporting (Chang et al.
2011; Karim et al. 2016; Sultana et al. 2019).

2.7. Multiple AC Directorships

Multiple directorships “refer to the case where a director who is affiliated with one company
also sits on the board of directors of other companies” (Smith and Sarabi 2021). AC directors
with multiple directorships are perceived to be valuable and important as they aim to
maintain their reputation and to fulfill their monitoring role effectively (Fama and Jensen
1983). They are effective in monitoring corporate managers (Shivdasani and Yermack 1999).
The literature on the impact of multiple directorships on voluntary disclosure is mixed. On
the one hand, Haniffa and Cooke (2005) find that AC directors with multiple directorships
positively affect disclosure levels. This suggests that multiple directorships held by ACs in
other firms potentially improve their knowledge and experience in improving the quality
of disclosure. Al Lawati et al. (2021) find that AC directors with multiple directorships
have a positive impact on the disclosure quality in Omani financial institutions. On the
other hand, the busyness or overcommitment hypothesis suggests a negative impact of
directors with multiple directorships on disclosure. For example, Chang et al. (2011),
Karim et al. (2016), and Sultana et al. (2019) provide empirical evidence that the quality of
financial reports is reduced when corporate directors are busy with or overcommitted to
other directorships.

2.8. ACs with Financial Expertise

ACs with financial expertise refer to ACs whose directors have accounting and/or fi-
nance backgrounds. These directors are better positioned to comprehend the consequences
of voluntary disclosures (Li et al. 2012). Directors with no experience in accounting or
finance are less likely to recognize issues related to corporate disclosure practice (Agrawal
and Chadha 2005). The literature on the AC financial expertise–disclosure relationship
is mixed. On the one hand, Mangena and Pike (2005) provide evidence that ACs with
financial expertise have a positive impact on disclosure. On the other hand, Al Lawati and
Hussainey (2021), Raimo et al. (2020), and Wang and Hussainey (2013) find that ACs with
financial expertise do not influence corporate disclosure.

Following prior studies on disclosure (e.g., Elshandidy et al. 2013), and because of the
mixed findings in the governance and disclosure literature, we formulated the following
non-directional research hypotheses on the impact of the characteristics of ACs on COVID-
19-related disclosure tone as follows:

Hypothesis 1 (H1). COVID-19-related disclosure tone is likely to be influenced by AC size.

Hypothesis 2 (H2). COVID-19-related disclosure tone is likely to be influenced by AC independence.

Hypothesis 3 (H3). COVID-19-related disclosure tone is likely to be influenced by AC meetings.

Hypothesis 4 (H4). COVID-19-related disclosure tone is likely to be influenced by AC gender diversity.

Hypothesis 5 (H5). COVID-19-related disclosure tone is likely to be influenced by AC national-
ity diversity.

Hypothesis 6 (H6). COVID-19-related disclosure tone is likely to be influenced by AC overlap.

Hypothesis 7 (H7). COVID-related disclosure tone is likely to be influenced by AC multiple directorships.

Hypothesis 8 (H8). COVID-related disclosure tone is likely to be influenced by AC financial expertise.
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3. Method
3.1. Sample Selection Criteria

In this study, we included all listed firms in the Muscat Securities Exchange (MSX)
in Oman. We downloaded annual reports from companies’ websites. We had a sufficient
number of observations for the statistical analysis and our sample was larger than the
sample used in related research papers (e.g., Al Lawati et al. 2021). The initial sample
consisted of 109 firms listed in the Muscat Securities Market in 2020. The sample was
reduced due to a number of observations. We lost eleven companies because the annual
reports for these companies were not available. We lost three additional firms due to
their liquidation, delisting, or merger with another company during 2020. So, the sample
used in our analysis was comprised of 95 firms. We choose the year 2020 as it was the
center of the COVID-19 pandemic. The voluntary disclosure information was manually
collected from the chairman’s reports available in the annual reports for the year ended
2020. Firm-specific characteristics and corporate governance data were collected from
corporate annual reports.

3.2. Variables: Measurement and Description
3.2.1. Good News/Bad News Disclosure Measure

The dependent variables were the number of COVID-19 good news sentences and
the number of COVID-19 bad news sentences in the chairman’s report. Following prior
research (Al Lawati and Hussainey 2021; Al Lawati et al. 2021), sentences were chosen as
the text unit for the analysis.

3.2.2. Explanatory Variables

We included eight independent variables as follows. AC size (ACSize) was measured
by the number of AC directors. Independence of AC directors (ACInd) was measured by
the proportion of independent AC directors. AC meetings (ACMeet) was measured by the
number of AC meetings. Gender diversity was measured by the proportion of female AC
directors on the board (ACFem). Nationality diversity was measured by the percentage of
foreign AC directors on the board (ACNationality). Overlapping AC directors (ACOverlap)
were measured by the number of directors who served on the AC and other committees
at the same time for the same company divided by AC size. AC multiple directorships
(ACMul) were measured by the percentage of AC directors serving on multiple boards.
The percentage of AC members with financial or accounting expertise (ACFin) was mea-
sured, following Al Lawati et al. (2021), as the number of directors who were “certified
public accountants (CPAs) or had prior work experience as a chief financial officer (CFO),
vice president of finance, financial controller, investment banker, chief investment officer,
financial analyst, auditor, or any other corporate finance or major accounting position”
(p. 570).

3.2.3. Control Variables

Prior research shows that the quality of the board of directors affects financial reporting
practices (Abdou et al. 2021; Al-Shaer et al. 2021). We, therefore, included the following
characteristics of the board of directors as control variables in our regression model:

- Board size (BSize), measured as the number of directors on the board of firm i in
period t (Elshandidy et al. 2013; Larmou and Vafeas 2010; Wang and Hussainey 2013);

- Board independence (BINED), measured as the proportion of independent directors
on the board for firm i in period t (Al Lawati et al. 2021; Arcay and Vázquez 2005;
Barako et al. 2006; Beasley 1996; Elshandidy et al. 2013; Saha and Kabra 2021);

- Board meetings (BMeeting), measured as the total number of meetings held by the
board during the fiscal year for firm i in period t (Al Lawati et al. 2021; Khaireddine
et al. 2020);

- Board gender (BGender) diversity, measured as the proportion of female directors
across the board for firm i in period t (Nicolo et al. 2021; Saha and Kabra 2021);
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- Board nationality (Bnationality) diversity, measured as the percentage of foreign directors
across the board (Ayman et al. 2019; Elgammal et al. 2018; Shehadeh et al. 2021);

- Relative members (Relatives) refer to the existence of directors from the same family
in the boardroom. We looked at the surnames of the directors and used a dummy
variable equal to 1 if a firm has directors from the same family and 0 otherwise
(Al-Hadi et al. 2016; Al Lawati and Hussainey 2021; Boshnak 2021; Eulaiwi et al. 2016;
Nindiasari 2021);

- Royal Family (Royal) is a dummy variable equal to 1 if a firm has at least one ruling director
on the board and 0 otherwise (Alazzani et al. 2019; Al Lawati and Hussainey 2021).

Following prior research, we also controlled for auditor quality, which was measured
by a dummy variable equal to 1 for Big Four audit firms and 0 otherwise (Albitar et al. 2021;
Al-Hadi et al. 2016; Mcchlery and Hussainey 2021). We also followed the literature and
controlled for firm size, which was measured by the natural log of total assets; leverage
(LEV), which was measured by the debt to total assets ratio; and profitability, which was
measured by the return on equity (ROE) ratio (Al Lawati and Hussainey 2021; Al-Shaer
et al. 2021; Elshandidy et al. 2013; Mcchlery and Hussainey 2021).

3.3. Content Analysis

Content analysis was used to identify the disclosure tone (good news information
versus bad news information) in the chairman’s reports from Omani companies. It is worth
noting that that some statements are based on the judgment of the users. It is also possible
that these disclosures could be both good and bad at the same time, depending on the user
groups. A disclosure may be good for an investor but bad for a customer or vice versa. As
the chairman of HSBC Oman stated:

“We have also established relief measures for our retail and wholesale customers
who have been impacted by COVID-19, including the deferral of loan instalments
and fee waivers.” [HSBC Bank Oman, SAOG, (2020) p. 3]

We consider the above statement to be good news information because the bank’s
clients and customers will be able to manage their payment schemes and avoid defaults
and lengthy and costly litigation. However, it could also be categorized as bad news
because it could affect the financial position of the bank. Contracted economic activity
reduces a company’s liquidity position at it may be aggravated due to the deferment of
loan repayments and financial losses in terms of the fees waived.

Another example is given by the chairman of Shell Oman Marketing:

“In light of the economic impact of the COVID-19 pandemic and the parallel chal-
lenges in the market, the Board of Directors decided to propose to shareholders
that no dividends be distributed for the year ended 31 December 2020.” [Shell
Oman Marketing Company, SAOG, (2020) p. 2]

The above statement, from the perspective of investors, might be bad news due to the
non-distribution of dividends; however, it will be good news for the company itself as it
might indicate that more liquid assets will be available to meet any future liabilities.

In Table 1, the dimensions of the manual content analysis are classified. For market
conditions and expectations, the chairman of Al Batinah Development and Investment
Holding Company stated that:

“Expectations have indicated that the year 2021 AD will be a full year of chal-
lenges and difficulties due to the continuing outbreak of the coronavirus pan-
demic and perhaps the return of closures to some regions and commercial activi-
ties, the instability of oil prices, precautionary measures for travel and tourism,
and a weak investor appetite for investments in the financial market and real
estate investment sector but optimism remains present and strengthened.” [Al
Batinah Development and Investment Holding Company, SAOG, (2020) p. 3]
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Table 1. Dimensions of COVID-19 information.

Dimension of
COVID-19 Disclosure Examples of Good News Themes Examples of Bad News Themes

Impact of the
pandemic

• Economic program shift
• Economic recovery and revival of equity

market

• Adverse impact on the global, regional, and local economy
• Restrictions on business activities
• Permanent and temporary business closures
• Severe disruption in the supply of goods, materials, and people
• Severe contraction of economic activities
• Adverse impact on business segments/sectors
• Impact on local and foreign markets
• Interruptions in achieving strategic goals
• Adverse impact on company’s performance
• Outbreaks in labor camps

Market condition and
expectations

• Positive economic outlook
• Company’s resiliency
• Business optimism
• Business normalization
• Positive regional and local outlook
• Government regulatory intervention
• Positive market opportunity

• Depressed global, regional, and local economic conditions
• Slow economic recovery
• Economic uncertainties
• No or slow demand recovery expectation
• Dependency on mitigation measures
• Gloomy economic outlook

Growth
• Steady and strong performance
• Increased/strong demand and

production

• Decrease in demand and production
• Less planned growth
• Idle resources and overruns
• Export market lockdowns
• Decrease in market performance
• Delay in company/subsidiary production
• Decline or market constraints

Profitability and
financial position

• Increased profitability of
company/subsidiary

• Exceeded financial goal
• Decreased/controlled costs
• Growth in key financial metrics
• Robust liquidity position

• Decreased profitability/unmet profit objectives of
company/subsidiary

• Increased losses
• Decline in sales and sales volume
• Increased sales pressures
• Liquidity concerns
• Government-mandated payment of claims
• Increased provision for expected losses
• Softening of rates

Operations

• Reliable plant operations
• Excellent operational support and

maintenance team
• Health and safety environment
• Excellent operational performance

• Disrupted operations
• Temporary suspension of operations
• Longer shifts

Social responsibility

• Donations to the Ministry of
Health/community to fight COVID-19

• Established a Polymerase Chain Reaction
(PCR) testing facility

• Increased the health and safety
awareness of the general public

• Donations to the Ministry of Education
• Deferral of the payment of loans
• Disbursement for relief and recovery

• Reduced CSR activities
• Suspended CSR activities

Strategic disclosure

• Implemented a business continuity plan
• Incremental upgrade plan
• Utilization of digital infrastructure
• Expansion projects completed
• Continuous partner and customer

engagement
• Securing supply chains, human

resources, and transport logistics
• Full provisioning norms compliance
• New project awards
• Implemented government/company

initiatives to protect against COVID-19
• Resetting of focus and priorities

• Slow operation of new project acquisition
• Cancellation/delay of projects and agreements
• Delay in business transformation
• Delay in investment project implementation
• Postponement of dividend distribution to stockholders.
• Delay in the procurement process.

The table was prepared by the authors after reading the chairman’s statements of the sampled companies. It shows examples of the main
themes of COVID-related disclosure tone in Omani listed firms.
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In another statement, Sahara Hospitality’s chairman emphasizes the impact of
the pandemic:

“The COVID-19 pandemic situation has caused an adverse impact on our busi-
ness during the year ended 30th November 2020 with reported reduced occu-
pancy levels since March 2020.” [Sahara Hospitality Co, SAOG (2020), p. 1]

The following examples of chairman’s statements discuss issues related to operations,
social responsibilities, growth, profitability, and strategic disclosures:

“As per the guidelines issued by the Supreme Committee dealing with COVID-19
in the Sultanate of Oman, all entities (other than those dealing with essential
services) had to temporarily suspend their operations from 23 March 2020 as
part of the precautionary measures aimed to limit the spread of COVID-19 in the
Sultanate of Oman.” [UBAR Hotel and Resorts, SAOG, (2020), p. 1]

“This year, however, due to the COVID-19 pandemic, most of our programs orig-
inally planned as a part of our CSR have been suspended to minimize physical
contacts, which has been essential to prevent the spread of COVID-19.” [Muscat
City Desalination Company, SAOG, (2020), p. 1]

“COVID-19 and the oil price crisis both had a direct negative impact on perfor-
mance in 2020. Higher costs, lower occupancy, and reduced activity all affected
revenue and profit.” [Renaissance Services, SAOG, (2020), p. 2]

“As a direct consequence of the pandemic, the construction industry in GCC as
per Deloitte went through a very difficult period post Q1-2020, with over USD
60 billion worth of projects being put on hold or being cancelled leading to a big
demand pull back for steel.” [Al Jazeera Products Co. SAOG, (2020), p. 1]

In the content analysis method, one of the essential considerations is its reliability. Sta-
bility and reproducibility are used in the literature as measures for reliability (Krippendorff
2004). Stability is achieved when the same chairman’s statements are coded more than
once by the same researcher. Therefore, the statement of the chairman of UBAR Hotel and
Resorts, SAOG was coded and recoded by one of the authors of this paper and the results
show stability. Reproducibility is also confirmed where the chairman’s statement has been
coded and recoded by more than one researcher. Statements were randomly selected and
then independently coded by two authors of this paper, and the correlation between their
disclosure scores was above 90% and statistically significant. Cronbach’s Alpha is also
used to measure the validity of scores and our analysis shows that the Cronbach’s alpha
coefficient of internal consistency is 0.94 (compared with 0.70 in the disclosure literature).
Based on this, we conclude that our disclosure measure is reliable and valid.

3.4. Regression Models

An ordinary least squares (OLS) regression model was used in this study to test our
research hypotheses as follows:

Good News % = α0 + β1 ACSize + β2 ACINED + β3 ACMeeting + β4 ACGender +β5 ACNationality +
β6 ACOverlap + β7 ACMul+ β8 ACFIN + β9 BSize + β10 BINED + β11 BMeeting + β12 BGender + β13

BNationality + β14 Royal + β15 Relatives + β16 Big4 + β17 Log Total Asset + β18 LEV + β19 ROE+ ε

Bad News % = α0 + β1 ACSize + β2 ACINED + β3 ACMeeting + β4 ACGender +β5 ACNationality +
β6 ACOverlap + β7 ACMul+ β8 ACFIN + β9 BSize + β10 BINED + β11 BMeeting + β12 BGender +β13

BNationality + β14 Royal + β15 Relatives + β16 Big4 + β17 Log Total Asset + β18 LEV + β19 ROE+ ε

4. Our Findings
4.1. Descriptive Analysis

Our descriptive analysis (not tabulated for brevity) produced interesting findings. On
average, a total of 29% of the chairman’s reports contain good news information, while
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58% contain bad news information. The mean AC size is 3.3 (maximum = five directors;
minimum = two directors). A total of 75% of the AC directors are independent. The
average number of AC meetings is about 5 meetings per year (maximum = 16 meetings;
minimum = 2 meetings). The proportion of AC directors with financial expertise is 80%.
The average values for overlapping AC directors and multiple directorships are 25 percent
and 64 percent, respectively.

The average board size is 7 (a maximum of 11 directors). The average level of board
independence is 61 percent. On average, board members meet seven times a year. The
average gender diversity is 4%. The average nationality diversity is 33%. A total of 41%
of our sampled companies are audited by Big Four auditing firms. On average, a total of
14% of the directors in the boardroom are royal members and 19% have a relative in the
boardroom. The average ROE is 8%.

4.2. Correlation Analysis

In our analysis (not tabulated for brevity), the correlation between Bsize and Big4 is
positive and statistically significant at the 1% level. We found positive relations between
BMeeting, BGender, BNationality, ACSize, ACMeeting, ACGender, ACNationality, ACOv-
erlap, ACFIN, Royal, and ROE. We found negative relationships between BINED, ACINED,
and ACmul. There is also a positive correlation between total assets and leverage. The
correlation between the independent variables is less than 70%, so the multicollinearity
problem does not exist.

4.3. Empirical Findings

Table 2 shows our empirical findings. In Model (1), we tested to see whether AC
characteristics affect the positive information related to COVID-19, while in Model (2),
we tested to see the impact of AC characteristics on the negative information related to
COVID-19.

Table 2. Multiple Regression Analysis.

Variable Model 1: Good News Model 2: Bad News

Coefficient p Value VIF Coefficient p Value VIF

ACSize −0.039 0.362 1.51 0.158 0.011 ** 1.51
ACINED 0.017 0.919 2.2 0.197 0.572 2.2

ACMeeting −0.017 0.245 1.64 0.02 0.273 1.64
ACGender 0.683 0.014 ** 2.33 −0.763 0.067 * 2.33

ACNationality 0.092 0.441 3.41 0.143 0.451 3.41
ACOverlap 0.279 0.042 ** 1.7 −0.381 0.062 * 1.7

ACMul 0.046 0.536 1.3 −0.066 0.543 1.3
ACFIN 0 0.997 1.4 −0.005 0.978 1.4
BSize 0.0535 0.021 ** 1.97 −0.059 0.074 * 1.97

BINED −0.108 0.442 2.39 0.15 0.565 2.39
BMeeting 0.032 0.049 ** 1.66 −0.025 0.258 1.66
BGender −1.134 0.019 ** 2.22 1.45 0.027 ** 2.22

BNationality −0.242 0.112 3.64 −0.24 0.331 3.64
Royal −0.137 0.077 * 1.33 0.011 0.906 1.33

Relatives −0.076 0.222 1.46 −0.147 0.218 1.46
Big4 0.064 0.368 2.52 −0.034 0.736 2.52

Log Total Asset 0.083 0.080 * 2 0.009 0.862 2
LEV 0.186 0.143 1.6 −0.049 0.773 1.6
ROE 0.093 0.556 1.45 0.05 0.781 1.45

R2 0.4444 R2 0.219
Adjusted R2 0.23714 Adjusted R2 0.34007

F value 9.77 F value 1.7
Observation 94 Observation 94

*, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.
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4.3.1. AC Size

Table 2 shows that ACSize positively affects the disclosure of bad news information
related to COVID-19, but it does not affect the disclosure of good news information related
to COVID-19. We, therefore, partially accept Hypothesis 1. This suggests that the size of
the AC is a contributing variable in explaining bad news information related to COVID-19.
This conclusion is consistent with resource-dependence theory and with the disclosure
literature (Ho and Wong 2001; Bedard and Johnstone 2004; Raimo et al. 2020). Members of
large ACs are able to exchange knowledge and skills and this could lead to better disclosure
(Allegrini and Greco 2013). The findings also suggest that, in Oman, large ACs enhance
directors’ monitoring roles.

4.3.2. AC Independence

Table 2 shows that ACINED is not a significant variable affecting COVID-related
disclosure tone and, therefore, Hypothesis 2 is rejected. This finding is not consistent with
agency theory, which suggests that the independence of AC directors could positively
affect disclosure levels. One possible explanation for this finding is offered by Ajinkya et al.
(2005). They argued that “ . . . outside directors may be ineffective, either because they
are appointed by, or have allegiance to, company managers or because the board culture
discourages conflict (Mace (1986), Jensen (1993)). The effectiveness of outside directors and
the extent to which they represent shareholder interests could also be influenced by the
fear of litigation and reputation costs”. (p. 349). Our finding raises an important question
that requires further investigation: are independent AC directors really independent? Our
finding suggests that more regulatory efforts are needed to understand the bright and dark
sides of the independence of AC directors.

4.3.3. AC Meeting Frequency

Table 2 also shows that the frequency of AC meetings (ACMeeting) is not a significant
variable affecting COVID-related disclosure tone and, therefore, Hypothesis 3 is rejected.
This is not consistent with agency theory, which suggests that the number of annual AC
meetings affects disclosure levels. This finding, however, is consistent with those of Lin et al.
(2006) and Lin and Hwang (2010), who found a negative relationship between disclosure
and the frequency of AC meetings. According to Baatwah et al. (2015), AC directors in
Oman may be overburdened by the obligation to resolve director disagreements during
meetings, such as solving crisis transaction issues, and so devote less time to disclosing
such issues. This is in line with the argument by Vitolla et al. (2020) that the decision to
adopt a new type of report (information) may not require continuous monitoring (exercised
through a high number of annual meetings) but, inversely, could be the result of only a
few meetings.

4.3.4. AC Gender Diversity

The results shown in Table 2 verify Hypothesis 4. ACGender shows significant rela-
tionships with COVID-related disclosure tone. The coefficient is positive and statistically
significant at the 5% level for good news information, while it was found to be negative
and statistically significant at the 10% level for bad news information. This finding is
consistent with agency theory and with previous studies (Albitar et al. 2021; Aribi et al.
2018; Bilimoria and Wheeler 2000). It also provides support to the argument put forth by
Gul et al. (2011) that gender diversity improves the board’s and its subcommittees’ capacity
to oversee a firm’s disclosures and reports, as well as the dissemination of information.
Accordingly, we conclude that gender diversity in the ACs of Omani firms enhances the
efficiency of AC monitoring and the COVID-19-related disclosure tone.

4.3.5. AC Nationality Diversity

Table 2 also shows that the presence of foreign directors in ACs (ACNationality)
does not affect COVID-19-related disclosure tone. Hence, we reject Hypothesis 5. This is
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not a surprising finding. In the current COVID-19 pandemic, travel delays, lockdowns,
travel cancellations, quarantines, and the banning of travel from high-risk areas might
restrict direct and face-to-face communication between foreign AC directors and other AC
directors. Therefore, foreign AC directors could have less time to oversee the financial
reporting process and hence to contribute to the COVID-19-related disclosure practice.
Al-Matari et al. (2014) also argue that foreign directors require a higher level of compen-
sation and do not focus on the disclosure practice because of their limited knowledge of
the national context. Our finding is consistent with Firoozi et al. (2016)’s study, which
provides evidence that foreign AC directors play less of a monitoring role and negatively
affect voluntary disclosure levels.

4.3.6. Overlapping AC Members

Table 2 shows that the estimated coefficient of overlapping members (ACOverlap)
is positive and statistically significant with respect to the disclosure of good COVID-19-
related news at a significance level of 5% (coefficient = 0.279 and p value = 0.042), which is
consistent with agency theory. Furthermore, our analysis reveals that with respect to the
disclosure of bad COVID-19-related news, the impact of overlapping members is negative
and statistically significant at the 1% level (coefficient = −0.381 and p-value = 0.062). Based
on these findings, Hypothesis 6 is accepted. These findings are consistent with agency
theory. The findings are also in line with studies on disclosure that find that when directors
overlapped, the quality of financial reporting improved (e.g., Al Lawati and Hussainey
2021; Chandar et al. 2012; Habib and Bhuiyan 2016). Theoretically, according to agency
theory, these results indicate that having AC members who serve on multiple committees
and gain knowledge from across the firm will significantly enhance the monitoring function
of these members, leading to an improvement in the disclosure practice. The results offer
evidence that overlapping members tend to disclose more good news than bad news
(Al Lawati and Hussainey 2021).

4.3.7. AC Multiple Directorships

Table 2 shows that AC directors with multiple directorships (ACMul) do not affect the
COVID-19-related disclosure tone. Hence, we reject Hypothesis 7. The result suggests that
these AC members are busy with other commitments and have no impact on disclosure
levels (Mooneeapen et al. 2021). The results are consistent with Fich and Shivdasani (2006)
and Liu and Sun (2010), who found that directors who held too many directorships did not
have enough time and were too busy to monitor management, and this negatively affected
their monitoring roles. Hence, we can conclude that overlapping directors in Omani listed
firms are not very beneficial to companies in terms of voluntary disclosures.

4.3.8. AC Financial Expertise

Our analysis shows that ACFIN has no impact on the disclosure of good COVID-19-
related news (coefficient = 0.000 and p value = 0.997) and the disclosure of bad COVID-19-
related news (coefficient =−0.005 and p value = 0.978). Hence, we reject Hypothesis 8. The
results also do not support the view of Mangena and Pike (2005), who argue that ACs with
financial expertise improve disclosure levels. However, the results are consistent with a
recent study by Al Lawati et al. (2021) and the studies of Wang and Hussainey (2013) and
Raimo et al. (2020), who found that the financial expertise of audit members does not drive
voluntary disclosure. Al Lawati et al. (2021, p. 575) provide a possible explanation for this
finding: “This could be explained by the possibility that these crucial directors prevent
managers from disclosing verifiable information to avoid the risk of high legitimacy and
public pressure costs (Ajinkya et al. 2005). Further Bruynseels and Cardinaels (2014) suggest
that this could be attributed to the connectedness of AC financial experts to the CEOs,
which has an adverse effect on oversight quality, which is consistent with the negative
side of the social capital theory. Moreover, because the Omani ACs are mostly made up of
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non-accounting financial experts, this might reduce the power of AC financial experts to
influence [disclosure]”.

4.3.9. Control Variables

The first set of control variables is related to the quality of the board of directors. We
found that board size (BSize) is positively associated with the disclosure of good news
related to the COVID-19 pandemic at the 5% significance level, while it is negatively
associated with the disclosure of bad news related to the COVID-19 pandemic at the
10% significance level. Board independence (BINED) has no impact on the disclosure
of good COVID-19-related news and bad COVID-19-related news. We also found that
the frequency of board meetings (BMeeting) positively influences the disclosure of good
COVID-19-related news at a significance level of 5%. We found that board gender diversity
(BGender) is negatively associated with the disclosure of good COVID-19-related news at
the 5% significance level and positively associated with the disclosure of bad COVID-19-
related news at the 5% significance level. We found that there is an insignificant association
between board nationality diversity (BNationality) and both the disclosure of good COVID-
19-related news and the disclosure of bad COVID-19-related news. We also found that
ruling family directors (Royal) impede the disclosure of good news related to COVID-19.
With regard to bad news, royal family members had no impact. Our last observation is
related to directors from the same family on the board (Relatives). Our analysis shows that
relatives on boards do not contribute to the COVID-related disclosure tone.

The second set of control variables is related to firm characteristics. Consistent with
Al Lawati and Hussainey (2021), our analysis shows that the presence of Big Four audit
firms (Big4) has no association with the disclosure of good news and bad news related
to COVID-19. This finding is also consistent with Albitar et al. (2021), who argued that
the quality of external auditing during the COVID-19 pandemic will be reduced and
that this could limit its impact on corporate disclosure practices. In line with the study
conducted by Elgammal et al. (2018), company size (natural log of total assets) was shown
to be positive and significant at the 10% significance level in relation to the disclosure of
good COVID-19-related news, suggesting that large companies disclosed more good news
during the pandemic. Leverage (LEV) and Return on Equity (ROE) were not found to have
any significant association with both the disclosure of good news and the disclosure of bad
news related to COVID-19.

4.3.10. Discussion

Table 3 summarizes our key findings. It shows that three AC characteristics affect the
COVID-19-related disclosure tone in Oman. These are AC size, gender diversity, and the
overlapping of AC members.

Table 3. Summary of the acceptance/rejection of the research hypotheses.

Hypotheses Supported Rejected

(H1). COVID-19-related disclosure tone is likely to be influenced by AC size. 4 for bad news only

(H2). COVID-19-related disclosure tone is likely to be influenced by AC independence. 4

(H3). COVID-19-related disclosure tone is likely to be influenced by AC meetings. 4

(H4). COVID-19-related disclosure tone is likely to be influenced by AC gender diversity. 4

(H5). COVID-19-related disclosure tone is likely to be influenced by AC nationality diversity. 4

(H6). COVID-19-related disclosure tone is likely to be influenced by AC overlap. 4

(H7). COVID-19-related disclosure tone is likely to be influenced by AC multiple directorships. 4

(H8). COVID-19-related disclosure tone is likely to be influenced by AC financial expertise. 4

Our findings indicate that a large AC size is associated with the reporting of bad
news related to COVID-19. Although recent research has shown that board size has not
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mattered during the COVID-19 crisis (Khatib and Nour 2021), our analysis shows that AC
size matters to the disclosure of bad COVID-19-related news in Oman. The analysis shows
that companies with a large number of AC directors disclosed an increased amount of bad
news during the crisis. Further analysis is needed to explore the potential reasons for this
phenomenon. Our interpretation here is that Omani companies reported more bad news
because their performance declined during the crisis. This is consistent with the recent
research findings of Elmarzouky et al. (2021) and might also indicate that Omani companies
provided more truthful information in their annual reports during the COVID-19 crisis.

We also found that AC gender diversity positively affects the disclosure of good
COVID-19-related news and negatively affects the disclosure of bad COVID-19-related
news. It would be interesting to investigate the potential reasons for these findings. Rele-
vant GCC studies (e.g., Al Lawati et al. 2021; Al-Maghzom et al. 2016; Al-Yahyaee et al.
2017) provide evidence that the existence of women on ACs is positively related to volun-
tary disclosure. Our findings indicate that the existence of women on ACs adds value (e.g.,
improves levels of disclosure), and regulators should consider this finding when revising
the corporate governance code.

Not surprisingly, overlapping AC members have a positive impact on the disclosure
of good COVID-19-related news and bad COVID-19-related news. Our findings are in line
with recent studies by Al Lawati and Hussainey (2021) and Al Lawati et al. (2021). The
Omani corporate governance code allows AC members to overlap with other committees
within the same company. The code, however, does not allow the chair of the AC to
be overlapped. Our findings suggest that overlapping is beneficial to companies and
their stakeholders as it leads to an improvement in the levels of voluntary disclosure.
So, regulators might consider allowing the AC’s chair to be overlapped within other
committees in a firm, so that more information will be released in annual reports and this
will reduce information asymmetry and agency costs.

5. Conclusions

This study examined the impact of AC characteristics on the COVID-19-related disclo-
sure tone in Omani listed firms. The study analyzed 95 chairman’s statements to identify
the disclosure of good and bad news related to the COVID-19 pandemic for the year ended
2020. The study employed a wide range of AC characteristics (size, independence, number
of meetings, gender diversity, nationality diversity, committee overlap, multi-directorship
and financial expertise) and also controlled for board characteristics and firm-specific
characteristics. We found that AC gender diversity and overlapping AC members are
positively associated with the disclosure of good news related to COVID-19. The study also
documented a positive association between AC size and the disclosure of bad news related
to COVID-19, and a negative association with AC gender diversity and AC overlap. Our
findings have important implications for corporate governance regulators charged with
the setting of disclosure policies. The study shows that ACs were central in determining
the quality of voluntary disclosures during the COVID-19 pandemic. The results of the
study may be useful for reviewing corporate governance codes across the globe, especially
those guidelines related to voluntary disclosure.

There are still some limitations to this study. First, the study focused on Omani
listed firms, which may limit the generalizability of our findings as corporate governance
practices may be affected by other institutional settings, such as culture, ownership pattern,
and legal system. Second, due to the lack of data on ownership, which is believed to
impact the governance practices, we could not include the ownership structure in our
regression model.

Our paper offers opportunities for future research. First, an opportunity exists to
examine the impact of AC characteristics on voluntary disclosure in different institu-
tional settings (Grosvold and Brammer 2011; Aguilera and Crespi-Cladera 2012; Kim and
Ozdemir 2014). Second, research is required to examine the readability of the COVID-19-
related disclosure tone. Third, further research could examine the economic consequences
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of COVID-19-related disclosure tone (e.g., its impact on firm performance, share price,
anticipation of earnings, cost of capital, trade credit, investment efficiency, and credit
ratings). Fourth, Alkaraan et al. (2021) provide evidence that the transformation toward
Industry 4.0 has a positive impact on corporate financial performance. As Industry 4.0
technology became an essential part of how companies survived the COVID-19 pandemic,
further research could explore the joint impact of the transformation toward Industry 4.0
and COVID-19-related disclosures on current and future corporate performance. Finally,
we understand that information must be faithfully presented in annual reports, including
good/bad news. It would be interesting to determine whether the COVID-19-related
disclosure tone in annual report narratives is credible and whether users would value
external assurance over this type of disclosure.
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